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UNITED CANADIAN SHARES LIMITED 
REPORT OF DIRECTORS 


TO THE SHAREHOLDERS: 


We present herewith the audited Balance Sheet and Statement of Income 
and Retained Earnings and the Auditors’ Report thereon for the year ended De- 
cember 31, 1976. 


As the Company owns all outstanding shares of The Canadian Indemnity 
Company we include in detail the Directors Report, audited Balance Sheet and 
Financial Statements and notes thereon of The Canadian Indemnity Company. 


As is well known to our shareholders, it was necessary to defer payment of 
dividends commencing in the last quarter of 1974 through the first two quarters 
of 1975. With a view to preventing this regrettable situation from occuring in the 
future, the directors adopted a policy, in March 1976, to cause The Canadian 
Indemnity Company to pay to United Canadian Shares Limited an amount some- 
what in excess of dividend requirements, thus to establish a fund to bridge difficult 
periods should they again occur. Accordingly, United Canadian Shares Limited 
closed the year with cash and short term deposits of $229,041. This fund will be 
increased in 1977. The rate of the quarterly dividend declared payable in 1977 
was increased to 12¢ per quarter from 11¢ per quarter, being the maximum allow- 
able under Anti-Inflation regulations. 


There were no expenses charged to the Company during the year. 


The net earnings for the year 1976 of The Canadian Indemnity Company 
were $3,595,000. In terms of United Canadian Shares Limited this amounts to 
$2.25 per share compared to last year’s earnings of $1.59 per share. 


The Board of Directors appreciate the efforts of Management and Staff for 
their substantial accomplishments in 1976. 


On behalf of the Board, 


CONRAD S. RILEY, 
President. 


January 26, 1977. 


UNITED CANADIAN SHARES LIMITED 


BALANCE SHEET 


As at December 31, 1976 and 1975 


1976 1975 
ASSETS 
Cast and Dank GePOstts a... crlmcctss neers $ 229,041 $ 1,946 
oh At oh OM IU Lo hort age ee ee PILE ae a 3,593 - 
Dividends receivable .........cccccccecc:ceeeseeeeoeses 300,000 176,000 
Investment in subsidiary company 
MEV I ee nk ee ete ee ee 14,899,038 12,354,026 
$15,431,672 DIZ 031,9072 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
ADCOME ARCS ae greene aetna $ 4,431 $ = 
Dividends declared payable ...................... 192,000 176,000 
$ 196,431 $ 176,000 
Capital 
Authorized — 
12,000,000 shares of no par value 
Issued and fully paid — 

ICO COO Saves ecae Se eee ol, 392. 502 $2 15532.902 
Pm VAS So ocr ans Sse pera chts 25] S2y 04D. 2,732,542 
GLAU SATU ies coma drmatecusmoniswn rane 10,970, 137 8,090,868 

$15,235,241 $12,353,972 
$15,431,672 $12,531,972 
ON BEHALF OF THE BOARD: 
CONRAD S. RILEY, Director 
HARLEY B. VANNAN, Director 
STATEMENT OF INCOME AND 
RETAINED EARNINGS 
For the years ended December 31, 1976 and 1975 
1976 1975 
INCOME 
Net investment income eared .:............. $ 8.688 $ = 
Income taxes IMCUTTE? ..66 scenes 4.431 — 
$ 4,257 $ = 
Net income of 
The Canadian Indemnity 
COMP ATC OTE AT) Van ntesice. cece tae 3,595,012 2,550,984 
NET INCOME FOR THE YEAR.......c...<:-. $ 3,599,269 $2,550,984. 
RETAINED EARNINGS— 
BEG TISINEIN Ci OPO TEA RR i rnc sa dein ceedsvean cheng 8,090,868 7,567,884 
$11,690,137 $10,118,868 
Increase in the investment reserve of 
The Canadian Indemnity Company ...... = 1,500,000 
$11,690, 137 $ 8,618,868 
Big fa Po: ire CoM eerie on aaiualetucthe ib Rimmer, Maka ee 720,000 528,000 


RETAINED EARNINGS—END OF YEAR 
NEL INCOME. PER SHAR Bir cgeaciucstar enue 


$10,970, 137 


$2.25 


ND 


$ 8,090,868 


$1.59 
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NOTES TO THE FINANCIAL STATEMENTS 


1. Accounting Basis 
The investment in The Canadian Indemnity Company which is 100% owned 
is shown on the equity basis-of accounting, the effect of which is to include 
in these financial statements the net income and retained earnings of the sub- 
sidiary company using statutory accounting practices in compliance with the 
Canadian and British Insurance Companies Act. These requirements differ in 
certain aspects from generally accepted accounting principles followed by other 
types of business enterprises. 
The principal differences include: 
(i) Certain assets such as automobiles, office furniture and leasehold 
improvements are written off as expenses in the year acquired. 

(ii) The cost of acquiring business snch as agents’ commission and premium 
taxes are written off in the year incurred rather than over the period 
expected to be benefited. 

(iii) The income tax charged against operations is determined using the 
taxes payable method and deferred income taxes are not recorded. 


2. Anti-Inflation Legislation 
The Company is subject to restraint on dividends under the terms of the 
Anti-Inflation Act which became effective October 14, 1975. Dividends paid 
and declared during 1976 were in compliance with the regulations. 


FIVE YEAR INCOME RECORD 


(excluding extraordinary items) 


1976 1975 1974 1973 1972 
Net Income (Loss) .. $3,599,269 $2,550,984 $(942,507) $1,135,674 $2,045,604 
sPer shiare..ic.mus $2.25 $1.59 (59¢) 71¢ $1.28 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of United Canadian Shares Limited 
as at December 31, 1976 and the statement of income and retained earnings for 
the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other proce- 
dures as we considered necessary in the circumstances. 

In our opinion these financial statements present fairly the financial position 
of the Company as at December 31, 1976 and the results of its operations for the 
year then ended, in accordance with generally accepted accounting principles 
(except that insofar as the net income of The Canadian Indemnity Company is 
concerned, the accounting practices used are those appropriate to the insurance 
laws of Canada) applied on a basis consistent with that of the preceding year. 


COOPERS & LYBRAND 
Winnipeg, January 25, 1977. Chartered Accountants 
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TO THE SHAREHOLDERS: 


Gross premiums written for 1976 were $103, 192,000 compared to 
in the previous year. This significant increase is due in large part to more adequate 
premium rates applied to increased insured values. In addition we wrote our share 


of new business to satisfy the increasing needs of insurance buyers. 


Net premiums written after all reinsurance were $54,469,000 which retention 
is within our ability to finance. 


Net losses incurred for 1976 were $30,117,000 compared to $28,925,000 in 1975. 
We continued our claims policy of bringing cases to fair settlement as quickly 
as possible as well as frequent appraisal of the value of those losses which remain 
outstanding. | 


The statutory underwriting result of $2,957,000 is an improvement over the 
corresponding figure of $765,000 in the prior year. 


The result of our Canadian operation was satisfactory but ongoing vigilance 
and effort will be required to maintain this earnings position. There is already 
evidence that there is a return of severe rate competition in certain segments of 
the business. 


The United States division showed improvement—but-still recorded a small 
underwriting loss and this was a disappointment in the light of corrective measures 
taken in the last two years. Additional steps have been taken recently and we 
expect an improvement in the next fiscal year. 


Inflation is a major problem to our industry. While the rates of inflation have 
moderated in both United States and Canada, they are still of historically high 
magnitude and full allowance must be made in our rate making procedures. 


The Canadian Anti-Inflation legislation brought the entire property and casu- 
alty insurance industry under control for profit margins and employee compensation 
from April 16, 1976. The authorities recognized the poor profit performance of 
the industry in the base years by granting special relief. While this gesture was 
welcomed it is not adequate to maintain a healthy industry given its cyclical nature. 
We have filed the required base period reports and we believe we will be within 
the regulations when we file our 1976 compliance report. The controls do not 
apply to the United States business of the Company. 


In the last two annual reports we have made reference to the government 
takeover of the British Columbia automobile insurance business. There has been 
ongoing dialogue by the industry with the incumbent government. No conclusions 


have been reached but it is unlikely that companies will be allowed to re-enter 
the market on an equal competitive basis. 


Income from investments in 1976 was $3,870,000 compared to $3,141,000 in 
1975. Securities sold during the year resulted in a book Joss.of $190,000. as against 
“a_loss of $53,000 in the year beforé-The government authorized security values 
were much improved over those at the end of 1975. We have decided to leave 
the investment reserve at $5,000,000. This is $1,257,000 more than required to 
satisfy the excess of book values over government authorized values. The govern- 
ment values were based on market values at approximately November 1, 1976. 


The actual market values of our securities as at December 31, 1976 indicate an 
excess reserve of $2,131,000. 


Fees received for managing the Canadian affairs of off-shore companies 
increased to $339, 000 from $63,000 in the prior year. 


te 


The reserve for unreported losses was increased by $2,000,000 during the year 
and now stands at $7,000,000. This was deemed necessary to adequately provide 
for the increase in amount of business in force and the continuing effects of inflation 
on future loss settlements. 


The combination of underwriting earnings, net investment income and 
_ management fees produced an operating income of $6,975,000 compared to the 


Renee 


previous year’s operating income of $3,854,000. Dividends were declared by the 
Company to its owner, United Canadian Shares Limited, in the amount of 
$1,050,000 compa the previous year. The result of the operating 


income less increase in unreported loss reserve, of $2,000,000 and income taxes 
_of $1,380,000 produced an increase in the Retained Earnings Account of the 
Company of $2,545,000. It now stands at $13,377,000. 


The Board of Directors appreciate the efforts of Management and Staff for 
the results attained in 1976. We enter 1977 cautiously optimistic that the Company 
will deal with its problems and continue its growth in the coming years. 


On behalf of the Board, 


CONRAD S. RILEY, 
Chairman of the Board. 


HARLEY B. VANNAN, 
President and Chief Executive Officer. 


January 26, 1977. 


Page 7 


Page 8 


COMPARATIVE FINANCIAL HIGHLIGHTS 


1976 1975 1974 aie 1972 
000’s 
Gross Premium Income ........ $103,192 $75,439 $64,441 $60,231 $57,046 
Underwriting Profit (Loss)... pee Uf 765 (4,161) (198) 1,536 
Net Investment Income ........ 3,870 3,141 3,070 2,283 2,050 
Government License Fees, 

Taxes and Income Tax ...... 4,073 ORE fe) 1,567 1,798 2,389 
Net Income (Loss) 1552. 3. 3,090 Zan (943) 2,096 2,051 
Book Value of Bonds, 

Debentures and Stocks... 56,629 45,334 38,486 38,643 38,921 
Unearned Premium Reserve 23,599 17,620 16,288 17,945 16,878 
Capital and Retained 

Earnings 22 ee 14,877 12,332 11,809 14,604 13,212 

INVESTMENT CLASSIFICATION 
(Based on Book Value) 
1976 D7 
AMOUNT PERCENT | PER CENT 

Bank erp: Deposits cn. ee $11,300,000 16.6 14.2 
Bonds and Debentures: 

GroVerninen (ss, 44 sae eee 26,780,037 39.4 BP 

COMorations a ee ee 14,817,616 21.8 2o.2 

Preferred Stocks 25 23 -.e 8,052,654 11.9 13.6 

Common SiOCKkS> iy. a cane eee eae 6,978,830 pees 10.8 

‘hOtal Investnvents. 5 ee $67,929, 137 100.0 100.0 


THE CANADIAN INDEMNITY COMPANY 
BALANCE SHEET 


As at December 31, 1976 and 1975 


ASSETS 1976 1975 
Cash and bank term deposits.............. $11,361,908 B 7,319,592 
Agents’ balances and accounts 
eorhc) gd & | oe ane a en 15,926,663 14,103,012 
PTO MMLETOSE 53) cance Raho ceite: 729,356 530,183 
Investments (Note | ) 
(Market value $53,759,570) 
Bonds and debentures — 
SiR OTUZEU COSU Lun caked ex: $41,597,652 $32,485,006 
BOERS — Ol COST ash eecsesese 15,031,485 56,629, 137 12,848,905 45,333,911 
Guaranteed investments with 
trust. companies — at COSt .....0..cc1.: 465,000 465,000 
Office buildings and land —at cost... » 1,354,592 $ 1,354,592 
Accumulated depreciation.................. 274,678 1,079,914 ZI2,03) 1,101,737 
_ $86,191,978 _ $68,853,495 
LIABILITIES 
MME ALMEC, DTEMIIUINS jcjcctss.cnncuerasia-saee $23,599,290 $17,619,947 
Losses in course of adjustment .......... 23,001,757 21,681,093 
Reinsuring companies and other 
PECOUIMES RAV AONE 6 ii cei sv ase ton arr accion vis 6,749,073 5,035,103 
Funds withheld under 
Geli Cop Vile cit (or) 0) oes (Lo 3,625,991 2,676,010 
Income and. Ome;n taxes: «scl. cctoecre- 2,038,496 1,332,883 
Dividends declared payable .............. 300,000 $59,314,607 176,000 $46,521,096 
Kieseryes. Unreported losses .............. $ 7,000,000 $ 5,000,000 
Investments (Note 1).......... 5,000,000 12,000,000 5,000,000 10,000,000 
SHAREHOLDERS’ EQUITY 
Capital 
Authorized — 
50,000 Preferred Shares of a 
par value of $100 each 
500,000 Common Shares of a 
par value of $10 each 
Issued and fully paid — 
150,000 Common Shares ................ $ 1,500,000 $ 1,500,000 
Reed GUNNS 8, oy pueascsconsteainmyinccedr 1S 377,571 14,877,371 10,832,359 12,332,359 
_ $86,191,978 _ $68,853,495 


ON BEHALF OF THE BOARD: 


CONRAD S. RILEY, Chairman 
HARLEY B. VANNAN, President 
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THE CANADIAN INDEMNITY COMPANY 
STATEMENT OF INCOME AND RETAINED EARNINGS 


For the years ended December 31, 1976 and 1975 


UNDERWRITING ACCOUNT: 


Gross premiums writter........... ua 
Reinsurance premiums paid .............. 


Net premiums written 
Increase in unearned 
PECTIN geo aon ee 


Net premiums cared coe or 
Net losses and adjustment 
EXPETISES IICUETEC ym os eeee 
General operating expenses, 
including commission.................00.. 
Taxes, other than income taxes.......... 


Net underwriting profit Me OOS SNE 27 


INVESTMENT ACCOUNT: 


Net investment income earned .......... 
Net loss from sale 
Od TIVESTOIERIS sie ae ee: 


OTHER INCOME: 


Fees on International 
mana Semient COM{racis a, - a 


INCOME FROM 
OPERA TIONS. gece oe tse asta 


DEDUCTIONS: 


Increase in reserve for 
WIPEDOLER LOSSES) faeces teen 
Income taxes incurred ...................066. 


RETAINED EARNINGS — 
BEGINNING OF YEAR Cae 


Increase in investment 
Feserve UNGOtG Vy een ee eaake 


Divideniss:. 4.0 ee eee. 


RETAINED EARNINGS — 
BINA EY EA emda eee eaerepnes 
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1976 


ese 


$30,116,882 


18,701,844 
2,092 311 


$103,191 
42,743,712 


$ 60,447,965 


5,979,343 
$ 54,468,622 


51,511,437 


$3,869, 725 


190,281 


$ 2,000,000 


1,380,400 


> 2, Jo) 1eo 


3,6 


338,783 


$ 6,975,412 


—— eee o 


3,380,400 
d -3,999,012 


10,832,359 
$ 14,427,371 


$ 14,427,371 
1,050,000 


» 13,910,371 


1975 


1$28,925,2 74 


14,562,979 
LO SZALd 


$ 3,141,149 


52,696 


$ 500,000 
802,621 


$75,438,526 


cere 


27. ee | 
$47,454,631 


H 


t 


1,331,615 


62,500» 


$46,123,016 


45,420,364 | 


$ 702,652 


(3,088,459 


$ 3,853,605 


Ne 


1,302,621 


$ 2,550,984 
CO 


10,309,375 


$12,860,359 


1,500,000 


$11,360,359 


528,000 


$10,832,359 


THE CANADIAN INDEMNITY COMPANY 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the years ended December 31, 1976 and 1975 


SOURCE: 


1976 1975 

Net insurance operations .............0..... $13,787,091 $3,488,676 

Net investment income........:..........s0..: 3,400,339 3,030,182 

MPU ECO NINE Ven ccaicieedsa eesasswikicccvertonnse cd 338,783 62,500 

PONS 007 FID VESUITICINUS oc... cc cccvesuvdee<cavscavecs 4,961,000 1,547,971 
$22,487,213 $8,129,329 

Purchase of investments .-..........5......0.. $16,154,451 $8,395,059 

MOS eiARe AES iccsheanadtesmaddna cet ek 1,364,446 (108,314) 

A UMIRBE TICS PIANC fo citar chard oafencgesttrartane 926,000 352,000 
oe 18,444,897 8,638, 745 
INCREASE (DECREASE )......00..cc0s000 $ 4,042,316 $ (509,416) 
FUNDS-BEGINNING OF YEAR... 7,319,592 7,829,008 
PUNDS=END OF YEAR scc.secccecns-». $11,361,908 $7,319,592 


NOTES TO THE FINANCIAL STATEMENTS 


. Investment Reserve 


The investment reserve of $5,000,000 is unchanged during the year. This 
amount exceeds the values authorized by the Canadian Insurance Department 
by $1,257,000. The reserve also exceeds the difference between book values 
and actual market values at December 31, 1976 by $2,131,000. 


. Operations 


In 1976 the amount of $21,843 depreciation on office buildings was charged 
against income from operations. This is the same amount as was charged in 
1975: 

In 1976 the Company paid fees of $29,400 to the Directors and an aggregrate 
remuneration of $458,490 to senior officers, two of whom are Directors. The 
corresponding figures for 1975 were $28,000 and $339,500. 


. Foreign Currency 


United States dollar amounts have been included in these statements at 
par with the Canadian dollar. 


. Anti-Inflation Legislation 


Effective April 16, 1976 The Canadian Indemnity Company became subject 
to Federal Anti-Inflation legislation which places restrictions on profit margins 
and emloyee compensation. The controls do not apply to the United States 
business of the Company. 

The Company believes that its operations for the year have been in confor- 
mity with the requirements of the legislation and supporting regulations. 
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AUDITORS’ REPORT TO THE 
DIRECTORS AND SHAREHOLDERS 


We have examined the balance sheet of The Canadian Indemnity Company 
as at December 31, 1976 and the statements of income and retained earnings and 
source and application of funds for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circum- 
stances. 

In our opinion these financial statements present fairly the financial position 
of the Company as at December 31, 1976 and the results of its operations and 
the source and application of its funds for the year then ended, in accordance 
with accounting practices appropriate to the insurance laws of Canada applied 
on a basis consistent with that of the preceding year. 


: COOPERS & LYBRAND 
Winnipeg, January 25, 1977. Chartered Accountants 


THE CANADIAN INDEMNITY COMPANY 


OFFICES 
4 CORPORATE HEAD OFFICE Winnipeg, R3C 1C3, 333 Main St. ex 
we 
EXECUTIVE OFFICE Toronto, MSL 1C5, P.O. Box 71, 


Commerce Court Postal Station 


BRANCH OFFICES Halifax, George and Granville Sts. 
CANADA Montreal, 625 Dorchester Blvd. W. 

Toronto, 85 Richmond St. W. 
Winnipeg, 333 Main St. 
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Victoria, 1175 Douglas St. 


SERVICE OFFICES Quebec, 930 Ste. Foy Rd. 
CANADA Hamilton, 32 James St. S. 
London, 383 Richmond St. 
North Bay, 222 McIntyre St. W. 
Ottawa, 130 Albert St. 


UNITED STATES HEAD OFFICE Los Angeles, 675 S. Park View St. 
BRANCH OFFICES Los Angeles, 2500 Wilshire Blvd. 
UNITED STATES San Francisco, 340 Pine St. 


Seattle, 2200 Sixth Ave. 


SERVICE OFFICES OREGON: 
UNITED STATES Portland, 1618 S.W. First Ave. 
CALIFORNIA: 


San Diego, 3443 Camino Del Rio S. 
Long Beach, 4220 Long Beach Blvd. 

San Jose, 1975 Hamilton Ave. 

Burbank, 4405 Riverside Drive 

Tustin, 17782 East 17th St. 

San Bernardino, 505 N. Arrowhead Ave. 
Fresno, 5020 Teilman Ave. 


Canadian Indemnity 


This is the advertising symbol of 
The Canadian Indemnity Company, 
our wholly owned subsidiary company. 


